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January 30, 2007

The Honorable Jerry Brown

Attorney General of the State of California

P.O. Box 944255

Sacramento, CA  94244-2550

Dear Mr. Attorney General:

I am the Executive Director of the California Service Station and Automotive Repair Association (CSSARA), a 34-year-old trade association representing service station dealers throughout the state of California.  In the January 30th L.A. Times there was an article regarding Tesoro Refining of San Antonio, Texas purchasing of Shell Oil Company’s Wilmington, California refinery.

The article states that included in the proposed sale are 250 Shell franchised service stations.  CSSARA’s concern is that there is existing law that addresses a market withdrawal by an oil company.  This would constitute a quasi market withdrawal by Shell from the state.  Therefore, Shell is legally required to offer those 250 stations to the existing franchisee.  Those dealers should be free to make their own choice of a gasoline supplier.  

I was a member of your predecessor’s Task Force on Gasoline Pricing. I believe that the lack of competition amongst oil refiners in California is driving fuel prices higher.  One of the only resolutions to this situation is more competition, not less.  USA Petroleum has been a cost effective competitor.  Their absorption only exacerbates the situation.

I think a prime example was the 2000 acquisition of the ExxonMobil Benicia refinery by Valero, who had no retail presence in the market.  Valero promised to continue to sell fuel to the unbranded market and stated that it would increase its production of refined products, which in turn would lead to lower prices.  This simply has not been the case and has further consolidated the market for the benefit of Big Oil.  Valero retailers are now in litigation over these false promises and consumers are suffering the high costs at the pump
I request oversight of this proposed acquisition by your Office, realizing the issue of market withdrawal and how it should be properly handled.  I thank you for your attention to this matter.

Sincerely,
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Dennis DeCota

Executive Director
cc:  Joseph Alioto, Tom Bleu, Kevin Lally, Richard Perez
California Service Station and Automotive Repair Association


1202 Grant Avenue, Suite B1


Novato, CA 94945


415-892-1243   FAX 415-892-4173   http://www.cssara.org











